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over supply and demand in the market and if this situation causes some problems during the recessions. 
In the literature this problem has been approached primarily with econometrics. For example, Clarke 
(1976) lists no less than 69 econometric sales-advertising studies performed between 1962 and 1975. Although 
this approach has certainly been successful, one has to be aware of its limitations and dangers. With respect to 
parameter estimation, the frequently occurring problems such as multicollinearity, heteroskedasticity and 
autocorrelation are well known and many technical solutions for them have been purposed (Hanssens, 1980).  
 
2. Advertisement Industry 
 
Advertising is a prominent feature of modern business operations. One can encounter advertising 
messages, while watching TV, reading magazines, listening to the radio, surfing the internet, or even simply 
while walking down the street, as advertisement has a stimulating influence on purchasing behavior of the 
customer  (Sharma, 2008) 
Functioning as an intermediate between producers and customers, advertising industry is a rapidly 
growing industry who has a important word to say in the economy of every country, especially regarding the 
gross domestic product (GDP). This industry needs investment in order to accomplish its tasks, which means 
that advertising industry employees have to find always different resources to nourish this constantly growing 
economic sector. For obtaining an optimum and efficient execution of one advertising project we have to 
involve appropriate technology along scientific lines (Economy Watch , 2010)  
The economic effect of advertisement expenses is an attractive point for researchers. Verdon et al 
(1968) studied the relationship between advertising and aggregate demand found that advertising have a 
positive relation with aggregate demand. Another study by Leong et al (1996) using co integration technique 
found a strong positive relationship between advertising expenditure and sales (Sharma, 2008) 
 
2.1 Advertising Industry-Facts 
 
• Movies, Internet, Print Media, broadcasting constitute 0.99% in approximately 57 countries in terms 
of economic growth worldwide. This ratio was found to be unaltered in the years 2005 through 2006. 
• It was observed that expenses incurred on advertising in the European countries exceeded the 
expenses incurred by United States Of America in the year 2005. 
• Reports also suggest that the trend of growth in the advertising industry became sluggish in 2007, the 
ratio being 5.6%. This ratio dropped to 5.3% in the year 2008. 
• 2005 through 2008 we saw a majority of the emerging markets whose advertising markets are likely 
grow as much as USD19.2 billion. On the other hand, the stake in the global advertising market grew 
from 7.9%- 10.8% during the same period. 
• It is apprehended that the advertising industry which contributed 0.96% towards the global GDP in the 
year 2005, increased to 0.99% in 2008  (Economy Watch, 2010) 
 
 
2.2.  Online Advertising Industry 
 
Trend in the growth of the Online advertising Industry and its impact on the economy: 
 
The revenues generated in the online advertising industry, as a result of searches, are over $5.7 billion. 
Online advertising industry is growing by leaps and bounds. The Online advertising industry is reckoned to 
improve further in the years to come. Expenses incurred on Online advertising industry is gradually increasing.  
Advantage of Online advertising industry is that an individual has the liberty to browse through the 
different products on offer and can also compare prices from the comfort of one’s office or home. Online 
Advertising industry can use the Internet as a marketing tool for different spheres. Whether an individual 
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wishes to sell, buy relocate etc., the real estate marketing sites can be accessed. There are several instances 
when the Internet can be made an effective marketing instrument. 
 Every industry in the US economy uses the Online advertising tool for marketing products. The 
different sectors yield revenues and add to the GDP or the gross domestic product. Online advertising tools can 
be used in several sectors as enumerated here: banking, real estate, steel, mining, paper, plastic, software, 
biotechnology, health care, agriculture, etc. 
 
3. Advertising Industry Trends 
 
The nature of the industry level relationship between advertising and sales can give some indication of 
the form of competition in and industry. If industry demand has not yet reached saturation point, a positive, 
stable, long run relationship between advertising and sales may reflect firms’ use of advertising primarily to 
attract new consumers and to increase purchases by existing consumers. Alternatively, in nature, Saturated 
industries, advertising may be used to maintain customer loyalty and/or redistribute market shares (Elliott, 
2001). Advertising Industry trends reflect the dynamics of the advertising industry and its contribution to the 
economy of the country. Advertising industry trends suggested that advertising expenses with regard to 
magazines in the beginning of 2007 escalated by 7.1% as compared to the first half of 2006. The same period 
witnessed a decrease in the expenses on magazines dealing with business articles, reports and business statistics 
by as much as 5.2%. A survey conducted on the advertising industry trends also suggested that total amount 
spent on advertising pertaining all categories of media registered a reduction by 0.3% in the first three months 
of 2007 as compared to the last quarter of the 2006.  (Economy Watch , 2010). 
 
3.1 Advertising industry trends in different media: 
 
Research and analysis carried out in the context of the advertising industry noticed the following 
advertising industry trends: 
 
• As many as 1,370 magazines were launched in the United States of America and Canada in the year 
2006. 
• The advertising industry report anticipates that another 820 magazines are likely to be launched within 
2007. This will take the number of magazines to 26,960 by 2007 end. 
• It is apprehended that a decrease is likely to occur in the number of advertisement pages in the 
magazines by around 9% between 2006 through 2011. The shift in the trend of advertising industry 
from the print media to the Internet is considered to be one of the reasons for the down slope. 
• Surfing the Internet for various purposes like shopping on line, information about a store, searching 
for information or randomly browsing the net accounted for approximately 12%, 15%, 22% and 31% 
respectively. 
Studies on advertising industry trends also revealed that people are opting for surfing the net for 
commodities on line as compared to the print media. Due to escalation in the cost of postage in the year 2007, a 
tendency might set in when the publishers may opt for the reduction of the size of papers and decrease in paper 
weight. Consequently, page volume is likely to go down by 9% by the year 2011. 
 
3.2.  Advertising Industry Report 
 
The Advertising Industry Report suggests that the revenue earned from media as well as advertising in 
the United States of America attained the $13.10 billion mark in the year 2006. Advertising Industry Report 
analyzes the trends and the market conditions pertaining to the advertising industry. Advertising industry 
reports revolving around advertising related activities like campaigning, electronic and printed displays, 
billboards, shopping malls, retail market etc., are all taken into consideration while working out reports. The 
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contribution of the advertising industry to GDP or the gross domestic product is also accounted for. The 
advertising industry report also implies that as many as 30,000 plus companies operate in the 
United States of America (Economy Watch , 2010) 
 
Advertising companies in the industry: 
 
The contribution of these advertising companies, towards the yearly revenue sums up to approximately 
$60 billion. Omnicom, WPP, Interpublic are some of the reputed advertising companies operating in America. 
A segregation prevails in the advertising market. Trends in the advertising industry indicate that the as many as 
50 companies which are quite reputed hold around 40% of the market stake. This was an increase by 
approximately 4.2% as compared to the revenues earned in the year 2005. The yearly revenue earned from 
every employee in the advertisement industry amounts to $150,000. 
 
Advertising industry reports indicating risks involved in the advertisement industry: 
 
There are many risks which the advertisement industry is subjected to. The advertisement industry 
report throws light on the various types of risks and the statistical data pertaining to the risks which the 
advertisement companies have been subjected to at that point of time. Risks can be of two types: structural 
risks are the risks which may be encountered from within the advertisement industry; growth risks report 
provides the probabilities of the risks likely to appear in future. Several factors like prices of articles, 
regulations of the government rates of interest and exchange rates may affect the advertising industry to a 
considerable extent and these factors constitute the last risk factor called the sensitivity risk. 
 
3.3. Advertising During a Recession 
 
In addition to staying close to customers, use this time to increase your communications with them. In 
times of trouble, the worst thing you can do is to hide. From a marketing perspective, this involves cutting back 
communications. This is particularly salient advice for consumer products companies where new products and 
marketing are its lifeblood, but it also applies to companies operating in a business-to-business environment.  
 
When a recession starts marketers have a major problem: they are forced to cut advertising costs. This 
is not always the best idea as the real data are reviewing below. 
 
A study made by McGraw-Hill Research on over 600 Businesses found that (Dunay, 2008): 
• 1981-1982 period when an oil crisis took place, some of the companies that maintained constant or 
grew their ad spend during this time obtained a raise of sales during the recession and in the following 
3 years. 
• By 1985 sales of the businesses that maintained or increased their ad spend during that recession had 
risen 256% over those that had cut back on advertising. 
• Likewise in 2001 during the Argentinean crisis advertisers increased market share 2 ½ times the 
average for all businesses in the post-recession. 
• In 2002 the Strategic planning institute illustrated that during economic expansion, although 80% of 
businesses increased their advertising spend, there was NO improvement in market share because 
everyone has increase ad spending.  
• The worst thing you can do is to disappear from a marketing perspective. That said: while you can 
play with conventional advertising and media spending, you don’t need to spend a lot to get a lot of 
attention in turbulent times. Creativity doesn’t require a big budget. Ideas are cheap. Communicating 
value can be less costly by getting creative in your communications with customers (Razeghi, 2008). 
 
1681 Izzet Tașar et al. /  Procedia Economics and Finance  15 ( 2014 )  1677 – 1688 
How many advertising messages (from all media sources) is the average American exposed to on 
a daily basis?  
 
We found on internet many opinions on this subject. Here are some of them: “The average American 
is targeted by 3000 messages per day. That includes phone calls, e-mail, meetings, conversations. -- Data Smog 
by David Shenk” (Shenk, 1997) “The average American adult is exposed to over 600 advertising messages in a 
single 24-hour period. -- Managing Business to Business “(Bonis & Peterson, 1997) Each of us sees more ads 
alone in one year than people of 50 years ago saw in an entire lifetime. “DMNews magazine, 12-22-97.” 
(Haltermon, 2008) “The average American is exposed to 500 to 1,000 commercial messages a day.  That's 
anywhere from 182,500 to 365,000 commercial messages that a person will view this year alone.” University 
of Washington” (AASA, 2009) 
 
4. Aggregate Demand-Aggregate Supply model 
 
The AD-AS or Aggregate Demand-Aggregate Supply model is a macroeconomic model that explains 
price level and output through the relationship of aggregate demand and aggregate supply. It was first put forth 
by John Maynard Keynes in his work The General Theory of Employment, Interest, and Money 
(wikipedia.org/wiki/AD-AS model). In the classical model, supply side determines equilibrium output and income. An 
increase in (a) aggregate demand (for whatever reason) (b) money supply cannot alter this. The AD/AS model 
is used to illustrate the Keynesian model of the business cycle. Movements of the two curves can be used to 
predict the effects that various exogenous events will have on two variables: real GDP and the price level.  In 
the classical macroeconomic model, GDP is determined by production technology and the amount of the 
production factors capital and labor. Hence, assuming these are constant, output will be constant as well. If we 
furthermore assume no foreign trade and take government fiscal policy as exogenous, the only variable term in 
the income accounts identity is investment. As seen in the above equation, aggregate demand can increase for 
three reasons: lower government saving – an unfinanced expansion in expenditure will increase demand by ¨G 
and an unfinanced tax cut by C(¨T) –, a rise in consumers’ propensity to consume and an increase in the 
volume of investment opportunities.   
The two first cases are illustrated above (users.ox.ac.uk/~sedm3306/essays/classical-model.pdf). A decrease in 
the supply of capital (S) will raise the interest rate and make fewer investment projects profitable. The case of 
an increase in the number or quality of potential investments is shown to the right. Again, an interest rate hike 
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This means that every fiscal expansion will crowd out investment by 100 percent and the result is 
socially suboptimal levels of investment. If the government is financed entirely by a poll tax or other no 
distortionary means, households will save a socially optimal amount and the best fiscal policy is one of a 
balanced income statement – i.e., all government investment is financed by borrowing (and evaluated against 
the prevailing interest rate) and government net worth is zero. On the other hand, according to the theories of 
Robert Barro, taxpayers could foresee the tax increases that will be necessary to pay off the debt and increase 
their saving. 
 
Aggregate Demand Curve 
 
The AD curve is defined by the IS-LM equilibrium income at different potential price levels. The 
equation for the AD curve in general terms is: 
 
 ൌ ୢ ቀ୑୔ ǡ 
ǡ ǡ ଵቁ        (1) 
 
Where Y is real GDP, M is the nominal money supply, G is real government spending, T is an 
exogenous component of real taxes levied, P is the price level, and Z1 is a vector of other exogenous variables 
that affect the location of the IS curve (exogenous influences on any component of spending) or the LM curve 
(exogenous influences on money demand). The real money supply has a positive effect on aggregate demand, 
as does real government spending (meaning that when the independent variable changes in one direction, 
aggregate demand changes in the same direction); the exogenous component of taxes has a negative effect on 
it. 
 
Aggregate Supply Curve 
 
The aggregate supply curve may reflect either labor market disequilibrium or labor market 
equilibrium. In either case, it shows how much output is supplied by firms at various potential price levels. The 
equation for the aggregate supply curve in general terms for the case of excess supply in the labor market, 
called the short-run aggregate supply curve, is: 
 
 ൌ ୱ ቀ୛୔ ǡ
୔
୔౛ ǡ ଶቁ         (2) 
 
where W is the nominal wage rate (exogenous due to stickiness in the short run), Pe is the anticipated 
(expected) price level, and Z2 is a vector of exogenous variables that can affect the position of the labor demand 
curve (the capital stock or the current state of technological knowledge). The real wage has a negative effect on 
firms' employment of labor and hence on aggregate supply. The price level relative to its expected level has a 
positive effect on aggregate supply because of firms' mistakes in production plans due to mis-predictions of 
prices.The long-run aggregate supply curve refers not to a time frame in which the capital stock is free to be set 
optimally (as would be the terminology in the micro-economic theory of the firm), but rather to a time frame in 
which wages are free to adjust in order to equilibrate the labor market and in which price anticipations are 
accurate. In this case the nominal wage rate is endogenous and so does not appear as an independent variable in 
the aggregate supply equation. The long-run aggregate supply equation is simply 
 
 ൌ ୱሺଶሻ                (3) 
 
and is vertical at the full-employment level of output. In this long-run case, Z2 also includes factors 
affecting the position of the labor supply curve (such as population), since in labor market equilibrium the 
location of labor supply affects the labor market outcome. 
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Shifts of Aggregate Demand 
 
The following exogenous events would shift the aggregate demand curve to the right. As a result, the 
price level would go up. In addition if the time frame of analysis is the short run, so the aggregate supply curve 
is upward sloping rather than vertical, real output would go up; but in the long run with aggregate supply 
vertical at full employment, real output would remain unchanged. 
 
Aggregate demand shifts emanating from the IS curve: 
 
• An exogenous increase in consumer spending 
• An exogenous increase in investment spending on physical capital 
• An exogenous increase in intended inventory investment 
• An exogenous increase in government spending on goods and services 
• An exogenous increase in transfer payments from the government to the people 
• An exogenous decrease in taxes levied 
• An exogenous increase in purchases of the country's exports by people in other countries 
• An exogenous decrease in imports from other countries 
Aggregate demand shifts emanating from the LM curve: 
• An exogenous increase in the nominal money supply 
• An exogenous decrease in the demand for money (in liquidity preference) 
 
 
Shifts of Aggregate Supply 
 
The following exogenous events would shift the short-run aggregate supply curve to the right. As a 
result, the price level would drop and real GDP would increase. 
• An exogenous decrease in the wage rate 
• An increase in the physical capital stock 
• Technological progress — improvements in our knowledge of how to transform capital and labor into 
output 
The following events would shift the long-run aggregate supply curve to the right: 
• An increase in population 
• An increase in the physical capital stock 
• Technological progress 
 
5. Case Study on Turkish Companies during the Recession 
 
Seldon’s studies show that consumption not only affects advertising, as previous research has shown, 
but that the converse is also true: aggregate advertising affects aggregate consumption (Baryy, 1995). 
If we focus on the AD AS model, we can say that aggregate supply has a tendency to increase. The 
markets are getting larger due to the increase in the supply. It is not very rational to expect aggregate demand 
will increase in the desired level after the increase in the total output. Then firms look for some tool that they 
can use this tool in order to increase the aggregate demand. The most important tool is advertisement.  
Paco Underhill; an environmental psychologist says: "If we went into shops only when we needed to 
buy something, and if once in there we bought only what we needed, the economy would collapse, boom. 
"During the recession period even it is not a long period, consumers behave just like Mr. Underhill 
summarizes. Upon these hypotheses; the firms that have factitious markets or factitious sales depending on 
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In the Graph 3 the Aggregate Supply Curve is shifting to right, maybe there are many new firms 
entering to market or may be the current firms in the market has a decision to increase their production level. 
All of these assumptions lead the market to produce more than people demand. In the new equilibrium the price 
level is under the first price level. Now it is not important for the firms in the market if they have a good market 
share or not, because the equilibrium price level is not satisfactory.  
And it starts. All of the firms in the market need more Aggregate demand in order to set the 
equilibrium price level in a more desired level for producers. Nowadays it is very easy to reach such goals, 
because advertisement industry is very experienced and successful. 
As we are leaving such a decade that financial crises are very often; the firms and the advertisement 
industry has to think about some facts. If we have a look at the Graph 4 we can see the reaction of consumers 
in crises periods. It is very rational for people to be very careful when they are spending money in the recession 
periods. Especially with the effect of media, people live the recession psychology and they do not spend the 
amounts that they were spending before crises.  
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Fig.4. Advertisement Affect 
 
As it is obvious, after crises consumers change their behavior very quick. The answer of the supply 
side cannot be that much easy and quick. The supply side as we mentioned before used to produce over the 
rational demand. When it is time to set the rules of the market again, usually firms try to decrease the 
production level in order to put the market price in the same level or they shut down till the market turns back 
the previous conditions.  
In the third section, we will investigate the firms in the Istanbul Stock Exchange market and make a 
test if there is an obvious correlation between the advertisement expenses before crises and the sales decrease 
during the recession. 
 
 
6. Correlation Test 
 
In the previous two sections we tried to give brief information about the market conditions and the 
effects of advertisement industry in the market. Now it is time to put our hypothesis into a more statistical 
model. In the table above, there is the list of the firms that are selected randomly.  Our aim is to find out if there 
is a correlation between the advertisement expenses before the recession and the decrease in the total sales 
during the recession. The advertisement expenses should not be a nominal value because in different sectors 
there are different ratios for advertisement expenses. The better solution for such model is use the ratio of 
advertisement to sales. This ratio will show us the importance of advertisements in the sales of the firms. 
It is also very important to take an average of two years for such comparison, because some firms may 
use different strategies for one year in terms of advertisement expenses. The table begins with “Mert Gıda”, 
this firms advertisement expense/sales ratio is 0,00065. At the end of the table we see “Vakko” and this firm 
has a ratio like 0,046. As it is obvious this two firms has quite different advertisement strategies. Vakko’s sales 
are more seems to be depending on the advertisement expenses. Our expectation is to see more decrease in the 
sales of the firms that has the more dependency to advertisements. The recession period is can be accepted as 
the first three quarters of 2009. Because it is related to income sheet; we compared the 9 months income sheet 
of firms for 2009 and 2008. The table related to the sales comparison of the firms during crises is showed in the 
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table. 
 
Table 1. Sales Decrease During Recession 
 
  2009 First 9 Months 2008 First 9 Months Difference 
Mert Gıda 12.985.744 11.400.700 14% 
øhlas Ev Aletleri 64.280.017 56.600.157 14% 
ùeker Piliç 199.989.342 149.681.403 34% 
Bim 3.908.128.000 3.174.141.000 23% 
Penguen Gıda 62.288.022 52.899.328 18% 
Kerevitaú 123.257.319 96.839.761 27% 
Alarko 570.847.937 613.369.266 -7% 
Good Year 452.111.308 608.033.194 -26% 
Tat Konserve 510.942.821 476.293.728 7% 
Tofaú 3.649.823.000 3.890.349.000 -6% 
Carrefour 1.696.355.096 1.590.790.887 7% 
Pınar Süt 351.540.879 372.094.677 -6% 
KütahyaPorselen 116.574.463 115.292.748 1% 
Arçelik 4.800.714.000 5.093.450.000 -6% 
Türk Telekom 7.817.545 7.592.102 3% 
Pınar Et 229.022.558 233.947.510 -2% 
Uki 2.956.110 8.110.340 -64% 
Dardanel 53.624.134 93.731.101 -43% 
KelebekMobilya 31.254.650 28.857.365 8% 
Vakko 125.793.923 150.923.221 -17% 
 
 
It is clear that some of the firms have huge decrease in the sales. On the other hand there are some 
other firms that are not affected negatively; they increased their sales in the same period.  
 
Table 2. Avr. Advertisement Expense and Sales Decrease 
 
  Avr. Adv/Sales Sales Decrease 
Mert Gıda 0,00065253 14% 
øhlas Ev Aletleri 0,002401169 14% 
ùeker Piliç 0,002850407 34% 
Bim 0,003585637 23% 
Penguen Gıda 0,003931546 18% 
Kerevitaú 0,004328198 27% 
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Alarko 0,005407997 -7% 
Good Year 0,00891343 -26% 
Tat Konserve 0,00903364 7% 
Tofaú 0,009799935 -6% 
Carrefour 0,014809982 7% 
Pınar Süt 0,022492187 -6% 
KütahyaPorselen 0,023067688 1% 
Arçelik 0,024765452 -6% 
Türk Telekom 0,024922908 3% 
Pınar Et 0,027858396 -2% 
Uki 0,033134367 -64% 
Dardanel 0,039973157 -43% 
KelebekMobilya 0,040086767 8% 
Vakko 0,046354709 -17% 
 
 
The correlation between the average advertisement/sales ratio and the sales decrease during the 
recession period is -0.61. This result shows that there is a correlation between advertisement expenses before 





“Competition: an answer for every economic questionnaire”.  
 
It is neutral that firms try to make more profits and try to have the biggest market share. In that parallel 
they will have some competitors that are willing the same target. After many firms’ goals to achieve the same 
target, they will have a great competition. In the last decade, advertisement became a very important instrument 
for the competition. Advertisement became such a position that not only an instrument for firms competition, 
also an instrument affecting the market equilibrium. The consumption is increasing as a result of 
advertisements and firms are producing over the market equilibrium. In our study; we accepted the 
advertisement expenses before the recession as a tool that enlarges the market and changes the equilibrium; and 
we tested this via the correlation test. We saw that if firm sales are depending on the advertisements they are 
more affected after a recession. Correlation test is not a good test to see the causality between series, in another 
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